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Your audit question

How does embedded commercial recycling affect:
= The recycling rate?
= How much taxes are paid?
" The distribution of work?

= Whether customers pay for services they do not use?
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Embedding is bundling that cannot be undone
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This audit looked at 39 cities in the five Class 1 counties

A

¥y

Spokane

Cities with more than 15,000 residents
B with commercial embedding
B without commercial embedding
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Why do cities use embedded recycling?

= State, counties and cities want to increase
the recycling rate

= Recycling is cheaper than landfilling

= More service leads to more recycling
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Recycling rates

Extent of embedded Commercial-only
County commercial recycling recycling rate in cities

King Widespread 47%
Snohomish Limited 16%
Kitsap None 16%
Pierce None 11%
Spokane None insufficient information
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Bid documents show recycling expenses exceed proceeds

Form 2b Operating Budget and Expenses - First 12 Months
Service Sector
Family MF/Comm ial/Multifamily Garbag; Total
Expenses: Garbage Yardwaste|  Bulky Recyeling Drop-box
Amortized Start-up Expenses 5 180l (& w8 5 - 5 0§ B106 | § 865
Billing Costs 3 BB B
City Foes s 37T)S 3084 |5 2.027|§ 136157|5 45720
Caollection Labor 160,921 141,551 [ § 450 )5 136,041 |5 3034 [§ 168711 [ § 68026
Container Depreciation - - 5 - § lodo7 |8 - § 18923(|S D25
Container Replacement (annual ) B.528 BS2E | S - § 8326 |5 105|S 15138 S
Customer Service/Office Staff 5 - §  TIRD|S 3360 (S8 50400 %
Disposal Yard debris/Recyle foes 5 20 | § - 5 7330 |§ 67679% | §4
General & Administrative 5 - s 5 43065 64594(%
Insurance £ - 5 § LIOR|S 25007|%
Property Rental/Lease 5 - $ 5 630§ 0450 | §
Supervision Labor s - £ 5 2.R0D|S 43340]%
Taxcs 5 5418 S BO3 (S 423648
Truck Depreciation ] - 5 5 20265 54950 %
£ 158 1§ 5 ME(S 12803 | %
§ - 605 [s  im409| %
B i 8 S\ _E[s  s37[s
Totals: 5 111 5 S 209306 | § 1.374.473 | $ 685,013
Revenues:
: Expenses | $ 292,065
Customer Charges 5 5 - 5 $ 740,286
Totals: 5 5 - 5 § 740286
Net Profit{ Loss): 5 S{446.8%)| 5 $5 3

Sales of recyclables $ 101.322

Customer charges -

Total revenue $ 101,322
Loss $(190,743)
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Some customers use other recycling providers

About 20 percent of businesses do not use
the embedded recycling services for their recycling

= Using corporate system
= Did not know it was available

= Dissatisfied with customer service
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Embedding results in higher taxes

Garbage S61 Tax $2.20
Total $93.20
Recycling S30

Garbage,

recycling S91 Tax $3.29 Total $94.29

Businesses pay an estimated average $28 more each year,
a total of $900,000 more in taxes across King County
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Embedding leads to less competition

Commercial recycling market share held by companies other than
the four national firms

Extent of embedded | Market share held
County recycling by small companies

King Widespread <25%
Snohomish Limited 25-50%
Pierce None 25-50%
Kitsap None 51-75%
Spokane None >75%
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No recommendations

= Current, rapid changes in market conditions
0 Affects residential as well as commercial recycling
= Status quo? Fewer materials? Back to multi-stream?

= This is a choice to be made by city councils
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Recycling is still cheaper than garbage

Cost

[ L. . N
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Contacts

Pat McCarthy
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(360) 902-0360
Pat.McCarthy@sao.wa.gov

Scott Frank
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(360) 902-0376
Scott.Frank@sao.wa.gov
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Senior Performance Auditor Performance Auditor
(360) 725-5607 (360) 725-5635
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Website: www.sao.wa.gov
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